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KEY ECONOMIC INDICATORS 
(available as of April 1, 1975) 


All valuéin million guilders, Average exchange rates: 1974-US$1 = 2.64 guilders 
unless otherwise shown 1975 to date-US$1 = 2.41 


ITEM 1973 1974 1975 % Change 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at current prices 166 ,800 186 ,OOOE 208, 800E 
GNP at Constant 1970 prices 130,900 133,700E 135,000E 
Per Capita GNP, Current Prices 
(Guilders) 12 ,413 12,737E 15,291E 

Plant & Equipment Investment 22,300 24,300E 26, 300E 
Indices: 1970 = 100 

Industrial Production 118 121 

Avg. Labor Productivity (Ind.) 127 134E 

Avg. Industria] Wage (1963 # 100) 280 326 Jan-Oct 
Disposable Personal Income 106,100 117 ,950E 
Employment (0029's) (Dec) 4,809 4,846 
Avg. Unemployment Rate (%) 3.0 4.0 
Housing Unit Starts (units) 141,135 111,960 


MONEY AND PRICES 
Money Supply (Dec) 33,439 39,428 + 
Public Debt (Internal) (Dec) 27 ,489 28,718 Nov ~ 
(External) (Dec) ik Zoek - 
) 
+ 


Interest, Central Bank Discount 8.0 7.0 6.0 (Mar 
Domestic Credit Outstanding (Dec) 45,358 52 ,086 
Indices: 


Retail Sales (Value): 1970=100 132 144 Jan-Nov 
Avg. Wholesale Prices: 1963=100 


(excl. VAT) 146 166 
Avg. Consumer Prices: 1969=100 129.7 142.2 


BALANCE OF PAYMENTS AND TRADE 

Gold & For. Exch. Reserves (Dec) 20,100 22 ,276 

Balance of Payments, current account, 
Transact fons + 4,901 + 4,000E + 5,000E 25. 

Balance of Trade + 424 - 670 Jan-Nov 

Total Exports, FOB (excl. Belg-Lux) 57 aan 69,389 Jan-Nov 31. 
Exports to U.S. 2,000 3,243 Jan-Nov 44. 

Total Imports, CIF (excl. Belg-Lux) 56,797 70,059 Jan-Nov 34. 
Imports from U.S. 5,938 7,339 Jan-Nov r 34. 


Main imports from U.S. Jan-Sep 1974: Corn - 2,609, 544 MT - Dfl. 955.3; Oil seeds, 
nuts and pits - 1,149,004 MI - Dfl. 786.2; Airplanes & parts - Dfl. 312.2; Organic 
chemical products - 221,937 MI - Dfl. 310.7; Other machines except electrical parts - 
Dfl. 294.2; Animal feed except grains - 734,014 MI - Dfl. 284.0. 


Note: Third column contains available 1975 figures. E = estimate for the year. 
Percentages in fourth column reflect comparison of: (1) 1975 figure with corresponding 
peried in 1974, or (2) 1974 with 1973 if no 1975 figure is available. 


Sources: Central Bureau of Statistics 
Central Plan Bureau 
Netherlands Bank 





SUMMARY 


Holland is suffering from continuing inflation and worsening 
unemployment. It is not, however, in a recession. Although it has 
been unable to insulate itself entirely from the sharp decline in 


the U.S., it is still experiencing real growth, but at a lower level, 
in its gross national product. 


The Dutch government currently views unemployment as the greatest 
menace. In the budget presented last September and in supplementary 
legislation proposed since, emphasis has been on stimulating 
employment by boosting government spending and reducing personal taxes. 
Control of inflation remains important but has dropped to second place. 
Big budget deficits can be afforded. Holland's natural gas reserves 
make it a net exporter of energy and contribute to a large surplus in 
its current accounts. There is disagreement, however, over the use of 
this surplus to finance additional welfare programs. Some argue that there 
should instead be an easing of the tax burden on enterprise. Growing 
evidence suggests that the government itself recognizes the need to 
improve the investment climate. Only the method is at issue, 


For 1975, Dutch real GNP should continue to grow, inflation moderate and 
unemployment climb. Because of the favorable dollar-guilder exchange 
rate, the outlook for U.S. exports to Holland is good, but not so good 
as last year when the U.S. increased its market share to around 10-5 
percent. The U.S. exports that should fare best in 1975 are high 


technology capital goods, certain consumer items, and most agricultural 
products. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Neither the Best of Times Nor the Worst - The Netherlands in the spring 
of 1975 is showing signs of economic stress, with continuing inflation 
and worsening unemployment. On the one hand it is being buffeted 
externally by the sharp economic decline that took place in the U.S. 
and other major OECD countries during the fall and winter. On the 
other, it is coming to grips internally with the conflict between the 
desire for greater government contributions for social welfare and 

the need to improve the climate for business. 


The Dutch economy is not technically in a recession. Despite unemp Loy- 
ment and under-utilization of capacity, it continued to enjoy real 
growth in its national product throughout 1974 and into 1975. The 

real gain in GNP last year of two percent compares favorably with the 
loss experienced by the U.S., although it is below the gain, for 
example, by France. 


Holland lives on trade; approximately 45 percent of its gross domestic 
product is devoted to exports. Therefore, the unexpectedly large 
contraction in the economies of major trading partners like the U.S. 
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and the United Kingdom was hound to have a negative effect. Except 
for the strength of its principal customer, Germany, and for the 
income the Netherlands derives from sales of natural gas to Germany and 
other nations, the situation of the Dutch would have been worse. 


All Together Now For Jobs - As seen by the government, the greatest 
menace to the economy is unemployment, which in December rose to four 
percent, a level not seen since the second world war, and which would 
be higher were it not for the resort by many firms to shorter working 
time for employees in lieu of layoffs. Government domestic policy, 
political activity and economic life are all now focussed on promoting 
employment. Control of inflation remains important but has dropped 

to second place. 


The government first introduced last September, with the publication of 
its 1975 budget, a number of measures to stimulate employment. By 
reducing the effective taxation of lower income groups, it sought to 
raise private consumption by four percent in real terms, and thus 

give the economy a fiscal boost. A deficit of $1.6 million was the 
estimated cost. In November, when it had to revise its economic 
forecasts downward and cope with rising joblessness, the government 
introduced a series of supplementary and temporary measures further to 
reduce taxes and to increase government spending. A keystone of the 
government efforts was a package cf special measures on employment, 
initially mentioned in September but not forthcoming until February. 
With the November proposals and those of February, the Government's 
estimate of its budget deficit doubled to $3.2 thiillion. Total cuts in 
taxes and social security contributions came to between 2.0 and 2.5 
percent of national income. It is hoped that the measures thus proposed 
will neutralize cyclical unemployment. Opinions about how to deal with 
structural unemployment diverge widely between the trade unions and the 
employer's federations. 


Gas _ in the Tank, Cash in the Bank - what helps the government to increase 
and cut taxes is the surplus on the nation's energy balance. With 
some 2.3 trillion cubic meters of natural gas in its Groningen field, 
Holland is a net exporter of energy, a big advantage in these days 

of quadrupled oil prices. The nation's current account surplus for 
1974, thanks both to gas and to the continuing strength of other 
exports such as chemicals, metals and foodstuffs, was $1.6 billion. 
The volume of exports in 1974, however, was considerably less than 
expected, rising by only 4.5 percent against an anticipated seven 
percert. Nevertheless, imports were even Jower because of slackening 
domestic demand and resistance to higher import prices. The terms of 
trade deteriorated by 6.5 percent, as imports cost an additional 35 
percent and export prices increased by only 28.5 percent. 


While the fiscal authorities, aided by the nation's trade surplus, 
have sought to encourage demand, the monetary authorities are still 
constrained to some extent by fear of inflation. Following similar 
actions by Germany, the nation whose currency dominates the so-called 
mini-snake in which the Dutch guilder is allowed to float, the Dutch 
Central Bank lowered the official discount rate from eight percent, 
the level that prevailed in the Netherlands from 1973 through most of 
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1974, to seven percent in October and to six percent in March. If the 
bank had not adjusted its rate, there would have been a two percent 
differential between the Netherlands and Germany and the result would 
have been an unwelcome influx of capital. Despite the decline in the 
official discount rate and an increase in the money supply in 1974 of 
12.2 percent, a rise greater than the rate of inflation, the money 
market remained tight. 


Public Welfare Versus Private Enterprise - Emerging into public debate 
in recent months in the Netherlands has been the concern of many 
influential citizens about the climate for business in this social 
welfare economy, 


There is growing evidence that not only businessmen but also government 
leaders and economists now recognize the need to improve the investment 
climate in the Netherlands. The question is over the method. The three 
Christian Democratic parties are calling for, among other things, an across- 
the-board reduction, from 48 to 47 percent, in corporate taxes. In 
response, the Labor Party is proposing selective tax cuts and carefully 
controlled injections of government money. Regardless of the merits 

of the opposing proposals, some relief for business is in sight. 


Outlook - The likelihood that there will not be a recovery of world trade 
until late this year or in 1976 has forced revision of the estimates, 
published in the budget last September, of modest economic growth in 

the Netherlands in 1975. The forecast then was for an increase in real 
gross national product this year of 3.4 percent. It now seems probable 
that weakness in the first half, offset by improvement in the second, 
will result in a growth of only one percent or less. The falleut in 
other sectors of the economy will be considerable. The lists of 
redundant workers is expected to grow longer, with unemployment averaging 
about 4.5 percent for the year. The government will do what it can to 
prevent the jobless situation from becoming worse, but there is little 

it can do to make it better, since much of it is structural and that 
which is cyclical usually responds slowly to economic recovery. 


Inflation is expected to moderate, down from 9.6 percent last year to 
about 8.5 percent this year. Included in this figure is an anticipated 
rise in wage costs of 12.5 percent. Under Dutch price policy, industry 
in 1974 was allowed to pass on in higher prices an average of only 40 
percent of wage increases. The government recently announced that it has 


increased this figure to 66.5 percent for 1975 because of the 
disappointingly small increase in productivity. It apparently acted 
also because of the improvement in the rate of inflation. 


The silver lining for the Dutch economy, its balance of payments, is 

not without a cloud. The annual surplus on the current account is 
expected to be approximately $2 billion, up $0.4 billion from 1974. 

Higher pricesfor natural gas exports will be a big factor in the increase, 
but what is worrisome for the Dutch officials is the realization that 
another factor is the running down of inventories of important raw 
materials such as oil. When business picks up again, the effects of 
higher import costs will begin to be felt more strongly than they 

have been up to now. 





IMPLICATIONS FOR THE U.S. 


Good, But Not So Good As Last Year - The outlook for U.S. exports to 
the Netherlands is still good, but it appears that the strong growth 
in exports registered last year will not be maintained in 1975. With 
little or no increase forecast in real GNP and with unemployment at 
high levels and more Dutch firms on short time, demand for imports 
has slackened. The latest U.S. Department of Commerce figures show 
that the growth rate for U.S. exports tc Holland declined every month 
in the last quarter of 1974, with exports for December off from 
December 1973. Nevertheless, economic recovery is predicted by the 
Dutch Minister of Finance in the latter half of 1975, but not as 
pronounced as anticipated initially. 


The Dutch balance of payments surplus will also help ensure that the 
traditional Dutch government policy of an unrestricted flow of imports 
will not come into question. U.S. exporters should be aware that U.S. 
products continue to enjoy price advantages afforded by the recent 
sharp decline in the dollar compared to the guilder, which makes U.S. 
products attractive even in the weakened state of the Dutch economy. 


The U.S. ended 1974 having exported just under $3.9 Billion worth of 
goods to Holland, according to the latest U.S. Department of Commerce 
figures. This was an increase of almost 39 percent over 1973. Most 
significantly, it appears that the U.S. outperformed Holland's other 


trading partners in 1974 and increased its market share to 
around 10.5 percent.* 


Among industrial goods the biggest export gains were shown by organic 
chemicals, cotton textiles, construction machinery, heating and cooling 
equipment, steel pipe, telecommunications equipment, office machinery, 
electronic components, scientific instruments, electronic production 


and test equipment, process control instruments, electro-medical 
equipment and agricultural machinery. 


Demand for consumer goods was also strong with sharp increases in U.S. 
exports of automobiles, cameras, electric househcld appliances, 
pleasure boats, musical instruments, housewares, travel goods, carpets 
and rugs, and electric hand tools. 


The Attraction of U.S. Capital Goods - The Dutch Central Bureau of 
Statistics estimates that total Dutch investment in manufacturing and 
the extraction of minerals will go up 17 percent this year in Holland 
over 1974, as compared to no increase in 1974 over 1973. The greatest 
increases in investment are foreseen in metals, chemicals and petroleum 
extraction. The latter two sectors should offergood prospects to U.S. 
exporters. Products of special interest will be offshore drilling 
equipment , steel pipe, pumps, valves and compressors, process control 
instruments, pollution control systems and laboratory instruments. 
According to engineering and planh contractors, U.S. petrochemical 
equipment is rc « highly competitive with European products. 


* According to Dutch Central Bureau of Statistics figures covering 
January-September, which excluded trade within Benelux. 
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In general, the U.S. is in a favorable position compared to many of 
Holland's trading partners in that most of the industrial goods we 
export here are in areas of high technology, which offer increased 
productivity, an objective thati becomes even more attractive in times 
of slackening demand and pinched pfofits. Computers and peripherals, 
business equipment, plant and office control systems that conserve 
electrical power and fuel, and advanced production machinery for the 
metal and food packaging and processing industries are some of the many 
product areas whose sales should benefit from industry efforts to 
promote efficiency. 


Bright Prospects for Selected Consumer Goods - 


There probably will be little growth in sales of consumer durables this 
year, but many U.S. consumer products should be able to break into the 
market or increase their market share because of their heightened price 
competitiveness. U.S. automobiles, in particular, should continue 

to enjoy growing sales. A recent promotion of U.S. pleasure boats 

and accessories demonstrated growing interest here in importing these 
products. Sales of major U.S. electric appliances and power tools can 
be expected to remain strong. Housewares is another area where the U.S. 
should be able to make sizable gains. 


With the U.S. prices more competitive than ever, the U.S. exporter has 
an opportunity to get into the Dutch market, boost lagging production 

at home and increase company profits. Potential U.S. exporters must 

bear in mind, however, that the Dutch importer is not interested in a 
one-time sale of U.S. goods, with foreign orders set aside when demand 
in the U.S. builds up again. The Dutch importer wants the same treatment 
as a domestic U.S. customer: strong service support, prompt attention 

to inquiries and equal access to production so that foreign orders get 
filled as quickly as domestic ones. 


U.S. Investment About the Same - The U.S. Department of Commerce estimates 
new property, plant and equipmert expenditures for U.S. majority-owned 
affiliates in Holland at $666 million in 1975. This compares with 

$523 million in 1974, an increase of 27 percent. Last year saw an 
increase of about 26 percent over 1973. The biggest increases expected 
are in the chemical, machinery (especially electrical) and food 
products industries. The petroleum sector, the leader in years past, 
is expected to show a sharp decline. This reflects the slack demand 
for petroleum products which has left most refineries in Holland 
operating far below capacity. The chemicals sector is now by far the 
largest area of investment. 


The Selective Investment Regulation, approved by parliament over one 

year ago, still has not been put into effect, apparently out of concern 
that it might further weaken the economy. (The law would require permits 
and licenses and exact levies on investment in the western part of the 
country in an effort to disperse industry to other, less crowded areas.) 
Parliament recently reduced the disincentives in the regulation, confining 
the area where licensing is required to the Rhine Estuary and reducing 

the levies from 25 to 10 percent. It is not knowmwhen the regulation 

will become operative. 
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According to recently announced Dutch figures, aggregate U.S. investment 
in Holland reached $2.3 hillion at the end of 1973, with most of the 
increase coming from retained earnings. Meanwhile, Dutch investment 

in the U.S. rose to $2.6 billion. The 1974 figures should show Dutch 
outlays in the U.S. up sharply, reflecting sizeable investments by 

such firms as Philips, Hoogovens, Pakhoed and Thyssen-Bornemisza. 


Agriculture Up But Less Spectacularly - U.S. agricultural exports to the 
Netherlands in 1974, including transshipments, were valued at $1.6 


billion. This was a 29.5 percent increase over the previous year. An 
impressive gain, but not nearly as impressive as the 77 percent gain 
experienced in 1973 relative to 1972. The value figures are, however, 

not the total picture. The volumes for 1974 dropped. Most of the 
important U.S. agricultural export commodities to the Netherlands were 
down substantially: wheat (-35 percent), animal fats and oils (-25 percent) 
and vegetable fats and oils (-20 percent). Feed grains (#5 percent) 

and soybeans (+14 percent) were exceptions. 


The volume of wheat was down because high world market prices 
brought a change in the milling grist. The use of soft European 
wheat, which normally makes up 55 to 60 percent of the grist, was 
increased to 68 percent. It was a direct replacement for U.S. 
hard wheats. World market prices for oilseed meals were so high 
that the grain/meal ratio strongly favored grains, particularly 


corn and sorghums. Soybean prices were low relative to soymeal 
and soyoil, and this resuited in larger whole bean imports for 

crushing in Holland and lower demand for imported vegetable fats 
and oils because the domestic oil and meal supply was increased. 


The total animal fats and oils volumes declined because of high 
U.S. prices, 


World prices for almost all internationally traded agricultural 
commodities have fallen sharply during the first half of 1975. 

This will be reflected in the value of agricultural imports and 
exports. No significant change is foreseen in the total volume 

of U.S. agricultural exports entering the Netherlands, but presumably 


the value of these exports will be down significantly in 1975 compared 
with 1974. 








